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. Administrative Overhead €osts of Agency
Insurence Progrom OGC Has Reviewed

This memorandum suggests action on the part of the

Deputy Director {Support). Such action is contained in para-
graphs 6 and 7.

2.

3.

There are attached hereto:

{a) an undated memorentum {written in October),
gubject Administrative Overhead Costs of GEHA,
Inc., addressed to the DB/E from Chief, Insurence
and Casualty Ddvision; end

{v) & meworendum of 2 April 1956 addressed to this
Office, subject Administyative Cverhead Cost of
GEBA, Inc., from Chief, Andit Staff.

For several months the Agency has been attempting to

deternine what portion, if sny, of the overhead expenses of GEHA

{or the

Insurence Branch} should be borne by the Agency and what

portion, if any, should be borme by policy holders. Following

s mmber of conferences and exchange of memoranda, the DB/S

requected the Insurence and Casuelty Hivision, the Office of the
25X1A9A Comptyoller and this Office to undertake & gcm atudy. M.

paper, clted at subparegregh 2{a) above, thereupon

[ I®

was prepared and concurred in by the Office of the Cceptroller,

but this Office felt that it 414 not constitute s vomplste and
vesponsive study es called for by the DD/S instruction. Consequently,

25X1A9A the Assistant TD/S asked the Audit Steff to unfertake an analysis.
The paper &t subparagraph 2(b) 1is| | report.
25XTA9A b, | | paper reccmmended that all insurence overheal

costs be borne by the Agency. The Audit report, in effect, states
that the hospitalization and health progrems of the Agency are
parallicled elsewhere in the Govermment, our 1ife insurance DProgrems
{cther then WAEFA) ere not, end the security factors peculiar to

this Agency reguire the Agency to process presium peyrents and clalms
for life as well ss health end hospitaligetion insurance, within

the Agency and not to permit the companies to do so. This lattexr
conclusion was besed on & position taken by Colowel Biwerds. The
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report further suggects that it would be impracticable to
pevdine what part of the cost of GEEA should be & proper
charge ageinst @mmmtmmawm&mw
by policy holders, and Iurther, thed any A3vision of cost

wonld be purely arbitrmry snd not ogported by legal sutherity.

Om s letter point, sithough we would think 3t might be
posaible to deviese &,,m, based on AnditTs amelysis of

of costu, it will not be necessary to do so if the acticn
mkmz%ﬂ. bedow {paregmphs € apd 7} is spproved.

Y. We would agves thet inswmnes practloes and procedures
which hewe sogrired usege eloowhere in the Govermpent may be
applisd by this Agenoy. With respect to the two pluses of
Agency insuramee activities wich do not. have countorps

P

salury cosbs (wmw % 2 of Kodit Seport ); s PBor the sppowhiopns

rts else-

y further comersations with Colonsl Biwerds. Colonel Pdsards

(ond fmwmmmpamz

{a) We cuuld not ordey perscanel not to obtain insursnce
from private soupoes;

(&) If persomel were to cbtaim inmEance |
21l somrees, this would leud to muny Inswrn:
sations with attenfant security dumage.

ocple and, vhen elatms developed, would learn of Apency
sterest and prevence ia vericus aress and of Agency

{3) Although the cvailisbility of Agency sponsored grow
incance elsewhere, its availebility, ot the low priess

possitle through group plans, lessens the amoupt of cutside

e} In practice a nusber of claims have developed which
gmu dspopctroted the security adventoges in lstersclly
srecessed policies and clofms.

It cesms llkely alsc thed In mamy instences assigments glven

ir we 414 wot make ipsarance sveilable we would be forcinmg perscmnel

to seek it elsewhore.

&

together with attachmets, vepresenmts & proper and adequite en
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5. In the cpindon of this Office, the fouregoing ‘m“*"‘*‘?ﬁ st ion
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of this question warramting & determination that the insurance
program of this Agency is required by security and cperational
factors peculiar to the unusual mission of this Agency. PFurther,
upon such & determinetion, it would be cur opinion that the
Agency is empowered by Public law 110 to bear all overhead costs
of the insurence progrem.

T. Consi@evation of this problem origirdted In & reguest
from Chaivman of the Board of MMrectors, GEHA, to
the DB/8, 6 April 1955, requesting the approval of necessary
expenditures for the installation of office equipment. Since
GBHA is a private corporaiion, not a government unit, it is
recompended that the approval be for the installation of the
equipment Tor the use of the Insurance and Casualty Division.
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